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THE ANTHRACITE COMBINATIONS. 

It is proposed in the following article to describe, as 
fully as space and the materials to be obtained will per- 
mit, those combinations of anthracite coal producers which 
for the past twenty years and more have been the most 
prominent features of the anthracite industry. These 
combinations have not been simply combinations of pro- 
ducers for the control of a trade, nor have they been 
merely pooling arrangements of carriers. It is in the fact 
that both mining and transportation powers have been 
enjoyed by several of the large companies, and that the 
combinations have been agreements not only of producers, 
but of carriers as well, that we shall find the peculiarity 
of these so-called pools. 

The practice of granting the double privilege of mining 
and transportation dates back to the very beginning of 
the industry. The Lehigh Coal & Navigation Company, 
the first one to reach the coal region (1820), began op- 
erations with such powers; and the Delaware & Hud- 
son Canal Company, chartered in 1824 by the New York 
legislature, was favored in the same way. Except for 
such small quantities of coal as were sent down the Sus- 
quehanna, these two canals remained, till after the middle 
of the century, the only bines of communication between 
the Lehigh and northern fields and tide-water. But the 
policy begun with them was continued in the case of min- 
ing companies which wished to build railroads from their 
collieries to these main lines. Charters were granted 
with provisions as various as the companies were numer- 
ous. Even after the passage of a general incorporation 
act in 1849, the granting of charters in the same promiscu- 
ous fashion was little interrupted, except by the vigorous 
use of the veto power by Governor William F. Packer 
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(1859-60), until, in 18T3, the new State Constitution pro- 
hibited the further grant of mining and transportation 
privileges to the same company. 

But, before this step was taken, the mischief which it 
was intended to prevent had already been done. During 
the fifties the Delaware, Lackawanna & Western, and 
the Lehigh Valley Companies built their roads from the 
coal fields to tide-water, and became owners of lands by 
absorbing the smaller railroad and mining companies al- 
ready described. The same policy was followed by the 
Central Eailroad of New Jersey in the next decade (1860- 
70), when it entered the coal region by leasing the Lehigh 
& Susquehanna Railroad. By such a process of absorp- 
tion the closing years of the war found the mining inter- 
ests of the northern and middle fields pretty largely con- 
solidated in the hands of the carrying companies reaching 
them. 

In the southern field the conditions were quite differ- 
ent. The Schuylkill Canal, chartered in 1815 and com- 
pleted in 1825, had been begun without reference to the 
coal trade ; and no mining privileges were ever acquired 
by it.* So, too, the Philadelphia & Reading Railroad, 
opened in 1842 over a route parallel to that of the canal, 
was exclusively a transporting company for the first thirty 
years of its existence. The production of coal in this 
field, therefore, was carried on by a large body of individ- 
ual operators, working independently of the transporta- 
tion companies which carried their product to market. 

But the course of railway extension during the half- 
dozen years following the war had the effect, in part at 
least, of changing here the relations of carriers and pro- 
ducers. The monopoly f of the traffic from the southern 

* Hazard's Register of Pennsylvania, vol. xi. p. 122 (February, 1833). 

t Practically, a monopoly ; for the railroad and canal companies had for 
years maintained pooling- relations of some sort. The canal was controlled, 
too, hy the Beading Company through the ownership of stock. See Reading 
Report for 1864, p. 13, and Hunt's Merchants' Magazine, vol. lii. p. 351 (May, 
1865). 
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field enjoyed by the Reading Company was threatened 
by the invasion of other carriers into its territory. A 
project for a "People's Railroad" from the southern 
region to New York was for several years agitated, and 
the aid of Congress was asked for carrying out the plan. 
So, too, there were rumors of a union railroad to be built 
across to the field by the Lackawanna, the Pennsylvania, 
and the Lehigh Valley Companies ; and, what was much 
more to the point, the last two were actually entering the 
Reading's territory, the one from the West, and the other 
from the East. In order to preserve the traffic which was 
necessary to its very existence, the Reading began in 
1871 to acquire coal lands, through the Laurel Run Im- 
provement Company, organized for that purpose, the name 
of which was afterwards changed to the Philadelphia 
and Reading Coal and Iron Company ; and in the course 
of a few years, at an enormous expenditure, it bought 
fully one-third the coal lands of the whole region. 

"Whatever excuses may have been found in early days 
for uniting in the charters of the companies the business 
of mining and transportation, whether on the ground of 
the timidity of capital or of ignorance of the consequences 
which the combination of the two operations would in- 
volve, they could not long continue to be urged. Very 
soon more capital flowed into the business than was 
needed. Moreover, even before the first decade was 
passed, the cry of " monopoly " was raised with so much 
vigor that in 1833 a committee of the legislature was ap- 
pointed to report on the condition of the trade. The 
committee pointed out very clearly the dangers to the 
public in continuing such a policy. But the fact that 
it had been begun seems to have been taken as sufficient 
reason for continuing it, and with what result has been 
shown. 

The complaint made thus early was not a mere tempo- 
rary phase in the development of the coal trade. It has 
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been heard at all stages of the history of the industry. 
Almost from the beginning, " overproduction " and the 
means of preventing it were constantly recurring themes 
in coal circles. Producers argued to one another the 
necessity of "restriction," and the public believed that 
restrictive measures were used to a much greater extent 
than was in fact the case. There was from an early day 
some degree of co-operation among the producers to cur- 
tail the output, in order to raise prices ; but their plans for 
curtailments were only local, and were meant only to 
meet temporary conditions. It was not till pressing 
necessity from a common danger came upon them that 
the operators throughout the region, being forced to lay 
aside their jealousies for a time, made an effective combi- 
nation. 

That common danger came soon after the Civil War. 
The industry received an impetus through the demands 
created by the war ; speculation and over-development of 
mines followed ; and by 1867 or 1868 the markets were 
glutted. Relief was sought in a reduction of wages. This 
was submitted to by the miners in two instances, but in 
1869 they took a stand against further reduction. They 
said, what was perfectly true, that the difficulty lay in 
overproduction, and the only way to meet it was by cur- 
tailing the output. Restriction would have to be resorted 
to sooner or later, and it might as well be done before 
a reduction of wages as after. If the operators did not' 
take steps to protect their own interests and those of their 
employees, they, the miners, would. 

This they were able to do through the Workingmen's 
Benevolent Association, a society embracing nearly all 
the workingmen in the region. In April, 1869, they an- 
nounced through their executive committee that on a 
given date all work, except positively necessary "dead 
work," would be suspended, in order to prevent overpro- 
duction and a consequent fall in prices and wages.* The 

* Miners' Journal, Pottsville, May 1 and June 12, 1869. 
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suspension took place, and continued for a month. The 
surplus was in the mean time disposed of, and work was 
resumed at the old wages. When another glut was 
threatened, like measures were taken; and for a time 
wages were maintained.* It should be said that the 
period from 1867 to 1875 was one of almost constant strife 
between the operators and their employees over various 
questions, the chief one being that of wages. But it is 
not intended here to discuss the merits of the controversy. 
It is sufficient for the present purpose to note the exist- 
ence of a strong and active labor organization, ready to 
take advantage of the dissensions of the operators, who 
had not yet learned to act together. The struggle was so 
fierce that the operators were at length driven to combine. 
But this could not be done successfully so long as a hun- 
dred or more individual operators in the Schuylkill region 
continued to sacrifice their future profits for present gains. 
By 1871, however, the outlook became so hopeless for 
these small operators that they were ready to sell out 
cheap ; and the Reading's opportunity was at hand. "With 
the advent of the Reading as owner of nearly the whole 
of the southern field, conditions for a successful combina- 
tion of employers were for the first time present. 

So much it has been necessary to premise in explanation 
of the circumstances which led in 1873 to the first gen- 
eral combination of anthracite producers. It would per- 
haps be more exact to call it a combination of anthracite 
carriers, since the agreements were made by the carrying 
companies, acting ostensibly for the " interests " which 
they represented. The conditions which had to be met 
may be summed up as follows: a demand for some 16 
million tons of coal at paying prices, and a capacity 
for producing 5 or 6 millions more than that ; six great 
corporations owning by far the greater portion of the 

*See the Commercial and Financial Chronicle, April 15, 1871, for a partial 
description of the conditions of this period. 
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coal lands, and controlling practically all the means 
of transportation from them; each company burdened 
with debt, and each striving for as great a portion of the 
trade as it was possible to get; a considerable body of 
individual operators, each, like the companies, trying to 
increase his output and selling for what he could get ; a 
large surplus on hand and rapidly falling prices ; and 
a strong united labor organization, able to maintain itself 
against the shifting policy of the operators. It is not 
strange that under such circumstances a strong effort 
should be made to save the trade from what seemed to be 
impending ruin. With the Reading in virtual control 
of the southern field, and with the strong, capable leader- 
ship furnished by its president, Franklin B. Gowen, 
many of the difficulties in the way of union were re- 
moved. As early as midsummer of 1872 it began to 
be rumored that a combination of anthracite inter- 
ests was to be formed. But it was not until January 
of the next year that the long-looked-for action was 
taken. 

The terms of the agreement of 1873 were not elaborate. 
The plan was to control the amount shipped to competi- 
tive points — that is, to tide-water points — and the price 
at which it should sell. There was assumed to be a de- 
mand for a certain number of tons at such points, and it 
was divided among the companies according to the capac- 
ity of the mines whose product was shipped over their 
lines. A schedule of tide prices was fixed upon, with the 
understanding that they were to be advanced from time to 
time during the year. A committee of six — always dur- 
ing these early years the presidents of the railroad com- 
panies — was empowered to make changes in the prices, 
and, if found necessary, in the amount to be shipped to 
tide. 

This was the general plan of the agreements for the 
next three years ; but, as experience showed the need of 
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changes, they were made in the details from year to year. * 
Thus it was found that the privilege of making season 
prices was taken advantage of, both by making them 
much lower than the monthly schedule prices and by 
allowing commissions on such sales. In 1874 various 
changes were made. It was provided that season prices 
were not to be more than 30 cents below the average 
monthly prices for the year, no commissions were allowed 
upon them, and for stove and egg sizes contracts would 
be made only with consumers. The commission on sales 
at circular prices was limited to 15 cents per ton. Yearly 
contracts had to be made in writing and approved by the 
Board of Control (as the committee of presidents came to 
be called) ; and all questions of drawbacks for impurities 
in coal or short weights, and all transactions on the sales 
and tonnage books of the companies, were made subject 
to their examination, f 

These new provisions for 1874 indicate some of the 
difficulties the combination had to meet. For 1875 a 
few more changes were made. The system of yearly 
contracts was wholly discontinued; the auction sales of 

*The following table gives the percentages agreed upon for the years 
when a formal agreement for division of tonnage was made : — 



Name of Road. 


1873-75. 


1876. 


1878. 


1885. 


1886. 




25.85 
16.15 
15 98 
18.37 
13.80 
[9.85] 


25.57 
15.98 
15.80 
18.18 
13.65 
10.82 


28.62 
12.90 
19.75 
12.48 
12.75 
6.86 
[7.62] 


1 38.85 

19.60 
11.00 
16.05 

5.00 
[8.00] 

1.50 


37.82 
19.07 


Delaware, Lackawanna & Western . 
Pennsylvania Coal Company . . . 
Pennsylvania Railroad Company . . 
New York, Lake Erie & Western . . 


J0.70 
15.63 

4.87 
[10.45] 

1.46 



Where brackets are nsed, the figures give percentage set aside as the probable 
tonnage of companies not formal members of the pool. In 1885-86 the Central 
of New Jersey was under lease to the Reading, and its allotment is included in 
that of the Reading. 

tFor fuller particulars of the agreement for 1874 and for 1875 see the 
Coal and Iron Record, February 13, 1875. 
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the Lackawanna Company, long a source of irritation to 
other producers, were to be stopped ; and the commission 
of 15 cents on sales amounting to 25,000 tons was made 
a commission of from 2 to 3 per cent., according to 
the amount of the sale. 

The plan for 1876 contained some new features. All 
sales were to be made for cash, or with 7 per cent, inter- 
est added in case of deferred payment. No commissions 
were allowed in any form; but a contractors' circular 
was to be issued each month for all actual consumers who 
should make application before April 1 for a fixed amount 
of coal to be taken in regular monthly instalments, with 
prices 20 cents lower than the general circular rates. All 
contracts made with such applicants were subject to 
the approval of the Board of Control. But the most 
significant feature of the new agreement is seen in the 
provision that, in case the board found an excess of ship- 
ments, the "interest" thus exceeding its quota should 
" pay to the secretary and treasurer the sum of one dollar 
and fifty cents for each ton of such excess, for distribu- 
tion ... at the rate of one dollar and fifty cents per ton 
amongst those who have fallen short of the amount due 
to them in said month." * 

It was well known that there were no legal means of 
collecting this forfeiture. That matter had been settled 
by the courts some years before.f The insertion of the 
provision, therefore, shows all the more clearly the need 
felt by the majority of the combination for protection 
against breach of contract by the less faithful members. 
In one way or another bad faith had been shown each 
year since the organization of the pool. Now that the 

•Saward's Coal Trade, New York, 1876, p. 6. 

t In the case of the Morris Bun Coal Company v. The Barclay Coal Company. 
The case rose in 1866 over the payment of a draft in settlement of a pooling 
claim. Chief Justice Agnew gave the opinion of the Supreme Court that the 
aid of the courts could not be giyen to enforce such an agreement. 68 
Pennsylvania Beports, 173. (1871.) 
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terms of the compact had become so stringent as to make 
evasion difficult, more open disregard for the agreement 
was shown. The Lehigh Valley Company was especially 
troublesome. From the beginning of the year (1876) it 
overran its monthly quotas. When remonstrated with, it 
claimed the right to make good its tonnage lost during 
the strike of 1875. It defended its action also on moral 
grounds, saying that, as a carrier, it had no right to re- 
fuse the coal offered by the operators on its line.* So, 
too, the Pennsylvania Coal Company, which this year, for 
the first time, had formally joined the combination, was 
not complying with its agreements ; and the Pennsylvania 
Railroad Company was acting, as it always had done, — 
and in fact up to this time has continued to do, — inde- 
pendently of the other companies. 

It was very evident that matters were not working 
smoothly; and before midsummer it was openly threat- 
ened that, if the offending companies did not reduce their 
excesses and keep to their agreement, the combination 
would be dissolved. In August the dissolution came; 
and there followed a wild scramble among the companies 
to see which could throw the most coal upon the market. 
Auction sales were announced, and prices fell from 
$5.18 to $2.91 f.o.b. at New York.f During the month of 
September there was a slight recovery ; but prices remained 
alarmingly low, and efforts were soon made to revive the 
old compact. This was not accomplished, however, till 
open competition had been tried for sixteen months. 

Before taking up the next agreement, it may be well to 
consider what were the effects of the one just ended. 
What those effects were it is difficult to tell with 
accuracy ; for it should not be taken for granted, though 
it sometimes is, that everything which followed the 
combination was due to it. In the last year of free 

* The Engineering and Mining Journal, July 21, 1876. 
t Ibid, January 6, 1877. 
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competition the total shipments had been 19.6 million 
tons. They rose to 21.2 million tons in 1873, fell off 
more than a million in 1874, nearly half a million more the 
next year, and in 1876 they amounted to only 18.5 mill- 
ions.* Instead of each year's product being an increase 
over the product of the year preceding, the total dimin- 
ished, and did not begin to increase permanently till 
1879. This looks as though the pool had resulted in a 
severe restriction of production. But, when it is remem- 
bered that the product for 1872 was unusually large, and 
that with the autumn of 1873 there began a severe indus- 
trial depression which lasted for six years, the decline 
does not seem wholly inexplicable from natural causes. 
Still there was restriction. There can be no doubt that 
the mines had a capacity for more than was produced. 
The members of the pool admitted it, and pointed out as 
one of the results of their policy that the anthracite trade 
had suffered less than any other great industry from 
the general depression. 

Prices, while higher than in 1872, were not exorbitant, 
and ran very evenly, at least on the surface. There 
were sales under the circular prices, but there must have 
been far greater uniformity in the prices actually obtained 
than during the years preceding the pool. No doubt, if 
the agreement had been kept by all the companies, better 
results for them might have been realized. But the con- 
ditions of trade, and especially the fear of the substitution 
of bituminous coal for anthracite, must have placed limits, 
not far above the actual prices, upon what might have 
been obtained by perfect unity of action. 

Tht effect of the combination upon the producers was 
varied. The decline of small operators, often spoken of 
as a result of the pool, was unmistakable during the period 
under consideration ; but this decline began before 1873. 

* J. H. Jones's figures in Mineral Resources of the United States, 1889-90, 
p. 244. 
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The day of drift and tunnel mining in the upper veins 
was passing away; and the more expensive openings to 
the lower levels, with the machinery for pumping and 
ventilation, required such an outlay of capital as must in 
any case have led to greater concentration of control. 
The individual operators who remained, however, were 
undoubtedly in the power of the carrying companies 
whose lines they used. They could mine no more than they 
could get cars to fill, and the distribution of the cars was 
wholly in the hands of the carrier. It may have been 
because they recognized their helplessness that little com- 
plaint was made by the small operators. At any rate, they 
seem to have fallen in with the plan of restriction, and 
probably gained more than they lost by it. As for the 
companies who declined to sign the compact, like the 
Pennsylvania Coal Company and the Pennsylvania Rail- 
road Company, they were able to reap the benefits of the 
combination without sacrificing anything in the way of 
tonnage. Others who made agreements, and then broke 
them either covertly or openly, were also gainers at the 
expense of those who kept their promises. The problem 
for producers was to secure a price for their limited prod- 
uct great enough to make good the increased cost due to 
restriction. It is doubtful if this was done except by the 
two classes spoken of above. It certainly was not done in 
the case of the Reading, a company which kept its pooling 
agreements better, and suffered more in consequence, 
than most others. "When the combination broke down, 
Mr. Go wen spoke with more assurance than other pro- 
ducers of the injury restriction had done to his company. 
Even at the lower prices which followed the collapse, the 
company was able to turn what had been a losing business 
all the year into a paying one till the close of the year. 
In 1877, with free competition, it secured 33 per 
cent, of the trade as against 26 per cent, allotted it for 
1876. Looking at the combination as a means of setting 
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the trade upon a firm basis, it was far from being success- 
ful; for "within two months after the dissolution of the 
contract several of the companies were on the verge of 
bankruptcy, and the others were holding their breath" 
for fear of what might follow. 

The efforts to restore the compact of 1876 were unsuc- 
cessful, and to the end of 1877 production was uncon- 
trolled. During the year the shipments were 20.8 million 
tons, 2.3 millions more than in 1876. The highest aver- 
age price realized at the Delaware & Lackawanna sales 
was 13.13 at New York, the lowest $2.35, and the average 
for the year $2.70, little more than half what had been 
received in 1874. By the end of the year the companies 
were ready to unite once more. 

Out of the various plans proposed during the year, one 
commended by its simplicity was adopted, and the details 
arranged early in January, 1878. Control was to be ex- 
ercised only over tonnage. The tonnage hitherto con- 
trolled had been that going to tide-water only. This year 
all the coal mined was included in the plan of control. 
But the fixing of prices was left to the companies. To 
provide against shipments in excess of the quotas allotted, 
each company was to deposit a sum equal to 15 cents per 
ton on its monthly tonnage ; and from the fund thus cre- 
ated any excess was to be paid for at the rate of $1.25 per 
ton. In lieu of the deposit, however, approved personal 
security was allowed to be given. Another new feature 
was a change in the method of voting, whereby each com- 
pany had a voting power in proportion to its quota of ton- 
nage.* 

As usual, the settlement of this proportion was the 
most difficult part of the plan. President Sloan of the 
Lackawanna expressed the difficulty which every com- 
pany had before it, when at a meeting in December he 
said that he could not be content with an allotment pro- 

*See The Commercial and Financial Chronicle, December 22, 1877. 
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portioned to his output for the last five or ten years. His 
obligations had increased during that time, and he must 
increase his business to meet them. Mr. Gowen said his 
interests had a capacity for one-third the total product, 
and he could under no circumstances accept less than 31 
per cent. : he got 28.6 per cent. Other companies made 
concessions, but it was under such protest that the allot- 
ment could not have been expected to continue long. 
The public did not expect it, at any rate. Those who had 
been in the habit of taking advantage of the lower prices 
always made in the first part of the year as an inducement 
for early purchases were less inclined than ever before to 
lay in their stocks during the early part of the year, and 
waited for the ring to break. Moreover, the mild winter 
of 1877-78 had left a surplus on hand, to begin with. 
Throughout the year trade was dull ; and, though the com- 
panies were able to secure an advance of about 90 cents 
above the prices for the preceding sixteen months, it was 
for a product of only 17.6 million tons as compared with 
20.8 millions for 1877. 

The terms of the compact of 1878 seem to have been 
fairly well kept during the brief period of its existence. 
There is no account that the guarantee fund was drawn 
upon in any case. But there was dissatisfaction on every 
hand. When in November a committee of the Board of 
Control began to confer with the various interests con- 
cerning a plan for 1879, the Lehigh Valley Company was 
very indifferent. During the same month the Lehigh 
operators resolved that the allotment for 1878 was not 
satisfactory to them, that they would cease to be a party 
to the present arrangement on December 31, and that 
an " equitable " plan ought to be substituted for it. The 
Reading and the Lackawanna gave out very plainly that 
they would make no further concessions. At the end of 
1878 the agreement was dissolved. 

During the year which followed various attempts were 



THE ANTHRACITE COMBINATIONS 309 

made to agree upon some mode of restriction, but without 
success. The mines had a possible capacity of 28. million 
tons ; about 21 millions could be marketed at remunera- 
tive prices; 26 millions were mined. As was foreseen, 
prices went very low, — lower than they had ever been in 
the history of the trade. The highest monthly average 
for Lackawanna and Wyoming coals at New York was 
$3.56; the lowest, $2.19; the average for the year was 
$2.33. One considerable sale was made in September at 
$1.97.* How much of this fall in price was due to simple 
competition, and how much to the efforts of the managers 
to " bear " down the stock of the companies whose inter- 
ests it was their duty to guard, is uncertain. It was 
openly charged that speculators and wreckers were work- 
ing out their own ends, regardless of the welfare of their 
companies. When their purposes required it, prices were 
depressed, and, when a rise in stocks was wanted, reports 
which appeared to come from reliable sources were circu- 
lated to the effect that a new combination was settled 
upon; and in the fluctuations thus produced the man- 
agers found large profits-! Mr. Gowen did not believe 
there " was any such serious overproduction of coal as to 
account for the low prices, and that all that was necessary 
to get good prices was to ask for them." President Dick- 
son, of the Delaware & Hudson, on the other hand, be- 
lieved that the whole difficulty could be expressed in one 
word, "overproduction" ; and the remedy in another, "re- 
striction." X 

But returning prosperity in the closing months of 1879 

* Heading Report, 1879. 

1 Engineering and Mining Journal, September 12, 1879, January 3, 1880. 
See also the issues for February 5, 1881, and January 16, 1886. 

$At this time a plan was proposed for a sort of coal exchange in New 
York, which had indeed been suggested in essentials as early as 1877 by Mr. 
Gowen. It was the only proposal for a real "pool" by the anthracite com- 
panies which had ever been brought forward. The unwillingness of the Penn- 
sylvania Railroad and Lehigh Valley Companies to accede to such an agree- 
ment made its adoption impossible. 
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bade fair to solve the problem of the coal companies with- 
out any plan of regulation. Industries long prostrated, 
the iron trade especially, were showing signs of life. 
Many of them, doubtless, were helped upon their feet 
by that low price of coal for which a remedy was now 
sought. In October the coal trade felt the new life. 
Without any concerted action prices were advanced from 
50 to 70 cents, and the trade was jubilantly reported 
to be " booming." 

This was the beginning of a period of general prosperity 
which lasted four years, and during which there was not, 
in the old sense, any combination. So far as can be made 
out, there was no formal written agreement, though there 
was perhaps as effective combination among the companies 
as ever, only on different lines. When a weakening 
market indicated that too much coal was being produced, 
a meeting of representatives was called and a program 
adopted, sometimes for a few weeks, occasionally for sev- 
eral months. No attempt was made to assign quotas of 
tonnage or to fix a maximum tonnage. Curtailment was 
sought through stoppages at all the mines in the region 
on the dates chosen, — usually the last three days in each 
week, during the period of restriction, — at which times all 
but positively necessary " dead work " was to be suspended. 
Operators were admonished by the proper officials to com- 
ply with this program, on whose observance the state of the 
market depended. If there was hesitation in announcing it 
or wavering in carrying it out, purchasers withheld their 
orders till "harmonious" action was secured. Each com- 
pany made its own circular rates, but usually after con- 
sultation and practical agreement with other interests.* 
No agreement to maintain prices seems to have been made 
by all the companies, yet each was expected to keep to 
its circular. 

This plan of curtailment was followed from 1880 to 

* Railway World, February 7, March 6, 1880. 
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1884 inclusive. It was a period of rapid extension of 
trade, especially with the West. Shipments rose from 
23.4 million tons in 1880 to 31.7 millions in 1883, though 
in 1884 there was a falling off of a million. This result 
was reached, too, in spite of the fact that in 1880 sus- 
pensions were ordered for eighty-eight days (largely for the 
purpose of carrying off the surplus of 1879), for forty- 
eight days in 1881, forty-nine in 1882, sixty in 1883, and 
in 1884 one hundred and seven. 

But the problem of overproduction was not finding 
a solution in the all-work, all-stop, plan of restriction. 
And this because the suspensions were largely nullified. 
Some companies extended their capacity with the purpose 
of winning back the tonnage lost by suspension, and 
others continued to work during the days of stoppage. 
Producers which, like the Reading, kept to the plan of 
curtailment, either from lack of capital for extended 
operations or from a desire to carry out their agreements 
in good faith, fell behind in the race. The shipments in 
1880 were 2.7 millions less than in 1879, and of this re- 
striction the Reading bore 1.5 millions. In 1881 and 1882 
it shipped but 24.3 per cent, and 24 per cent, respectively 
of the total output, whereas, under the allotment of 1878, 
it had been given 28.6 per cent. By 1884 its tonnage 
had fallen to 21 per cent.* The industrial reaction of 
1884 intensified all the evils inherent in this loose method 
of control, and long before the end of the year it 
became certain this ineffective mode of restriction must 
give way to some other plan of " regulating " the trade. 

After the usual amount of diplomacy an agreement was 
reached for 1885. It was assumed that 30 million tons 
could be disposed of during the year, and this amount 
was allotted to the various interests according to the 

* Heading Report, 1890. That the Reading's business was growing less 
profitable is shown by the fact that twice during these five years the company 
passed into the hands of receivers, May, 1880, and June, 1884. 
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percentage plan of 1878 ; though in this case the total 
production was to be controlled instead of the competitive 
tonnage as in the earlier combinations. The production 
for each month being determined by the committee of 
control as, in their judgment, the market required, the 
different interests were notified by the secretary of the 
association of their quotas for the month; and they in 
turn divided their quotas among the different operators.* 
On the question of prices the agreement was silent. 

Besides the question of percentages, always a difficult 
one to settle, another on which there was much discussion 
was the length of time for which the agreement was to 
continue. Gowen and others wished it to be made for 
five years ; for if, as in the past, there was to be a yearly 
struggle over percentages, they saw that it would result 
in a constantly increasing production, since each company 
would keep all its collieries ready for future operations 
and even open new ones, with a view to securing larger 
quotas, thus aggravating the very evil for which a remedy 
was sought. They were overruled, however, and the 
agreement made to continue till March 31, 1886. 

The combination for this year did not work smoothly, f 
Instead of the 30 millions agreed upon, 31.7 millions were 
sent to market. The percentages were not adhered to by 
any one. The Reading, as usual, fell behind its quota, its 
tonnage being only 21.2 per cent, of the whole. Prices 
ranged 40 or 50 cents lower than in 1884, a loss coun- 
teracted in part by the increased tonnage and by a reduc- 

* By what process this division was made is not very clear. Some light is 
thrown upon it in the Report of the Committee on Labor Troubles in Pennsylvania, 
House Reports, No. 4147, 50 Cong., 2 Sess., p. 3, and in the appendix to the same, 
pp. 643, 646, 655, and 663, where there are extracts from the testimony taken in 
the suit of the State of Pennsylvania against the anthracite carriers in conse- 
quence of the combination of 1886. See also the Engineering and Mining 
Journal, June 19, 1875, for the agreement between the Reading and the opera- 
tors on its line for that year. For the agreement for 1885 and that for 1886 
see the Report cited above, pp. 637 seq. 

t Report of the Delaware Sf Hudson Canal Company for 1885. 
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tion in wages. For several months before the agreement 
was to end it was extremely doubtful if it would be 
renewed, and its renewal was not accomplished until 
April of 1886. The Pennsylvania Railroad, which had 
never been a party to any of the anthracite agreements, 
again refused to join; and its tonnage had increased 
rapidly. It still held aloof, announcing virtuously that 
it " would be no party to any artificial restriction upon 
tonnage or output or to any artificial advance in prices," * 
and doubtless influenced in fact by its bitter rivalry with 
the Reading system. After ineffectual attempts to secure 
its adhesion, the agreement was finally renewed without it 
in April, to continue until March 31, 1887. Of the 33.5 
million tons assumed for the year, 3.5 millions were set 
aside as the probable tonnage of the Pennsylvania, and 
the remainder was allotted in percentages (differing some- 
what from the year before) to the other companies. One 
new feature of this pool was the agreement to pay 50 
cents per ton as a penalty for over-shipments, such sums 
to be divided among those not carrying their full tonnage. 
No guarantee was, however, required ; nor does it appear 
that any one paid a penalty. 

This is the last formal agreement of which there is any 
record. About the beginning of 1887 the Pennsylvania 
courts and the New York legislature were inquiring into 
the management of the anthracite trade, and it was 
thought inadvisable to invite further investigation by re- 
newing the compact. Moreover, the Interstate Com- 
merce Act had gone into effect January 1 ; and under 
that law combination was thought to be illegal. 

All outward appearances, however, indicated that the 
combination still existed. The sales agents of the com- 
panies continued to meet, and the market reports dis- 
cussed their action as to prices and output with as much 
concern as ever. " Percentages," "quotas," and " cutting " 

*See Engineering and Mining Journal, April 10, 1886. 
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were constantly recurring expressions in all discussions of 
the trade. But the most vigorous investigation by legis- 
lative and Congressional committees failed to establish the 
existence of such an organization. Managers protested 
under oath that there was no agreement or understanding, 
that all the talk about it was " pure romance." * It was 
admitted that the sales agents met, but it was only to con- 
sult with one another concerning the state of the market, 
the probable demand, the amount on hand, and prices 
that would probably be made. No doubt they were 
guided in their business by the "consensus of opinion" 
thus obtained, but no one was bound by it in any way. 
There was an " understanding " that the companies would 
act in accordance with the prevailing views of the 
meetings, but only because those views were usually 
sound. 

Thus the trade was conducted for the five years follow- 
ing 1886 with little worthy of comment for our purposes. 
Shipments rose from 32 millions in 1886 to 40.4 millions 
in 1891. "Harmony" seemed to prevail during the first 
half of the period, and prices were fairly well maintained. 
In 1889 and 1890 affairs grew worse; for companies with- 
held their detailed statistics from the public, f and there 
seemed less concert of action, though prices, while not so 
high as in former years, were about the same for all the 
companies. $ There was complaint on every hand that 

*Thvis President Corbin of the Reading, February 15, 1885: "There has 
never been anything of that kind [pooling] in connection with us. I can answer 
for ourselves, and I have no reason to believe the others have. I have heard 
talk about an anthracite board of trade. I have never heard of such a thing, 
and we have no combinations or arrangements with anybody. We mine coal 
when we can sell it ; and, when we cannot, we stop. There has never been 
in my day and since I have been connected with this railroad any effort on 
the part of the officers of this road to increase or limit the output or make 
any pooling arrangement." Reports on Labor Troubles in Pennsylvania, Souse 
Reports, No. 4147, 50 Cong., 2 Sess., p. 85. 

t Engineering and Mining Journal, September 14, December 7, 1889. 

t House Reports, No. 2278, 52 Cong., 2 Sess., pp. 96, 97. 
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money was being lost.* As usual, the Reading was one 
of the heaviest losers, its share of the trade remaining in 
the neighborhood of 20 per cent of the total, while it 
should have had something like 30 per cent. 

The most dramatic episode in the course of events 
during the last ten years was the attempt to bring about 
a virtual consolidation of all the anthracite carriers in 
1892, under the leadership of President McLeod of the 
Reading road. This episode, though it proved in the end 
to bring no essential change in the situation, was yet 
significant, and deserves some brief notice. The plan 
of control adopted by the McLeod management was a 
large one, and required vast resources for its execution. 
In February, 1892, the New Jersey Central was leased 
through the Port Reading Railroad Company, which had 
been organized for the purpose ; and on the same day 
a lease of the Lehigh Valley was executed. Each road 
gave the Reading a route to New York Bay, while the 
Lehigh Valley gave also an outlet to the Lakes. About 
the same time President Maxwell, of the New Jersey 
Central, and others connected with him, became large 
holders of Lackawanna stock ; and a place was made for 
Maxwell and another Central director on the Lackawanna 
board, while President Sloan was made a Central direc- 
tor. Nor was this the end of the program. Mr. 
McLeod, adopting a plan which had been followed by 
some of the carriers as early as 1873,f proposed to take 
the product of the operators on his lines, paying therefor 60 
per cent, of the price realized for it at tide. Contracts were 
soon made with the coal companies of the Central and 
the Lehigh Valley Companies and with many of the in- 
dividual operators. | Later on, some of the operators, who 
still persisted in marketing their coal in their own way, 

* Colliery Engineer, January, 1893. t Saward's Coal Trade, 1874, p. 5. 

t These contracts were very elaborate. The details may be seen in the 
Appendix to Souse Reports, No. 2278, 52 Cong., 2 Sess., p. 178. 
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were brought to terms by an advance in freight rates. 
It seemed as though Mr. Gowen's old dream of central- 
izing the control of the trade under one management was 
about to be realized by his successor. Between 70 per 
cent, and 80 per cent, of the traffic was to be managed by 
the Reading combination. 

Space does not permit the account of the difficulties 
with which the scheme had to contend. The condem- 
nation of an indignant public; legislative and Con- 
gressional investigating committees ; * judicial proceedings 
for setting aside the leases ; the opposition of certain 
railways roused by the Reading's attempt to buy the 
New York & New England and the Boston & Maine 
systems, — all these stood in the way, to say nothing of the 
difficulties inherent in the control of so large a business, 
especially by a company upon which the lending public 
had some reason to look with distrust. It is enough to 
say that almost precisely a year after the combination 
was announced the company passed into the hands of 
receivers, and by midsummer, 1893, the "Reading Sys- 
tem " had shrunk to its old dimensions as a coal road from 
the mines to tide-water. It is obvious that, though this 
particular attempt at complete consolidation failed, the con- 
ditions of the industry invite others in the same direction. 
Sooner or later it is certain that the attempt will be 
renewed, and it is probable that eventually success will 
be achieved. 

Meanwhile the situation remains in essentials un- 
changed. For some months after the strong hand with 
which Mr. McLeod had ruled the trade was removed, the 

*The New York Senate Committee reported February 1, 1893. Senate 
Reports, No. 21. A committee of the Federal House, appointed July 20, 1892, 
reported January 18, 1893. House Reports, No. 2278, 52 Cong., 2 Sess. In 
New Jersey, Chancellor McGill declared the Central lease null in August, 
1892. The suits brought in the Pennsylvania courts to annul the Lehigh Val- 
ley lease, on the ground that this road and the Reading were parallel and com- 
peting lines within the meaning of the Constitution, were unsuccessful. The 
lease was not surrendered till August, 1893. 
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industry continued to profit by the strength which he had 
imparted to it. But after midsummer of 1894, notwith- 
standing the supposed existence of an agreement as to 
tonnage and prices, matters went from bad to worse for 
the companies; and 1895 is looked upon as one of the 
most unprofitable for several years past. The cause usu- 
ally stated for the lack of harmony that prevailed is that 
the Reading, no longer under the necessity of earning in- 
terest on its obligations, stood ready to carry competition 
to that extreme which always makes a bankrupt road a 
dangerous competitor. Plans for reorganization, pooling, 
agreements, appear and disappear; and the only thing 
clear is that the conditions of the industry are those of 
unstable equilibrium.* 

So much by way of describing the various combinations 
which have existed among the anthracite producers. Can 



* Since the above was written, another arrangement, very much of the old 
sort, has been made for the present year (1896). The very low prices to which 
coal was driven in 1895 (the average tide price for stove sizes was in that year 
$3.08, as compared with $3.60 in 1894, $4.19 in 1893, and $4.09 in 1892) have 
been sufficient to bring the companies into an agreement. The settlement, 
such as it is, has been made possible by the assent of the Beading to hard 
terms. The desire of this ill-starred company to give its securities an upward 
turn, preparatory to carrying the reorganization scheme into effect, has caused 
it to recede from what to the writer seems the very moderate demand for 
21 per cent, of the output. The usual reports of the formation of a "trust " 
have gone the rounds of the press. But, so far as can be judged from the in- 
formation given to the public, the industry is no more nearly on a "trust" 
basis than it has been for some years. There can be little doubt that the ar- 
rangement includes a restriction of the output during the fourteen months 
covered by it, though it might be difficult to establish the fact before a legis- 
lative committee or to prove it to any court likely to take cognizance of the 
matter. The most probable definitive outcome of the situation is a permanent 
consolidation, either through leases by some dominant company, after the plan 
of the Beading's attempt in 1892, or, what is more likely, through such an in- 
terchange of the ownership of stock in the coal-carrying roads as shall make 
the interest of one company the interest of the others. There is strong evi- 
dence that considerable progress has already been made in the direction of 
virtually consolidating the companies by the ownership of stock. Until some 
such solution is reached, we may expect agreements and combinations to 
appear and disappear in much the same way that they have done in the past. 
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anything, now, be said in justification of these combina- 
tions? Aside from those engaged in the industry, few 
have been willing to accept the arguments urged in their 
favor, even among those who find ample justification for 
railway pools. To be sure, it must not be forgotten 
that, with the anthracite mines largely in the hands of 
the railways, the question for the carriers is one of secur- 
ing and controlling traffic, as well as one of production ; 
and, so long as transportation and mining powers are 
united in one company, the justification of pooling in 
one business is largely a justification of it in the other. 
But, waiving that point, and considering the mining of 
coal as a separate industry, is there anything which makes 
the conditions of competition peculiar? Is there any 
reason why, under the operation of competition, the weak- 
est producers should not go to the wall, and the strongest 
only remain to carry on production ? 

The English coal-owners on the Wear and Tyne, whose 
business has always been kept separate from transporta- 
tion, had an agreement as early as the seventeenth cen- 
tury for restricting their output ; and from 1771 down to 
near the middle of this century, with but slight interrup- 
tions, they maintained an arrangement under the name of 
the "Limitation of the Vend," for the same purpose. 
Their reply to the question why they did not leave the 
regulation of industry to competition was that coal-owners 
could not be relied upon to stop producing when prices 
fell below the remunerative point, as in other industries. 
" Generally speaking, mines after they are once won must 
either continue to be wrought and kept a current-going 
colliery, or they must be forever abandoned. It is a work 
of the greatest difficulty, in many cases amounting to 
impossibility, to recover mines which have been aban- 
doned." * 

* Report on the State of the Coed Trade, Commons Reports, 1800, vol. x. 
p. 544. Compare the article by Professor Cohii, in the Economic Journal, De- 
cember, 1895, pp. 550-562. 
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This is the argument from the fact of fixed or special- 
ized capital, so much relied upon by those who favor rail- 
road pools. It will be interesting to, inquire to what ex- 
tent it may apply to coal-mining. In the early days of 
the anthracite coal industry it certainly did not apply 
with as much force as at the present time. So long as the 
upper veins, reached by tunnels or drift or by open 
quarrying, furnished the greater part of the anthracite 
required for market, the cost of opening was small ; and 
mines could be closed and reopened with comparatively 
little loss, as occasion demanded. With the opening of 
the lower measures, however, all this was changed. The 
sinking of slope or shaft, and the erection of machinery 
for breaking and pumping and fanning, required a greater 
outlay of capital, increased the expense of stoppage, 
whether temporary or for a longer period, and, as a conse- 
quence, greatly strengthened the tendency to continue 
production even in the face of falling prices. Add to this 
(1) the fact that the bulky character of the product pre- 
vents its being stored without great expense ; (2) that, de- 
spite the efforts made to induce purchasers to lay in their 
stocks early in the season by making lower prices during 
the summer months, the strongest demand for coal comes 
in the fall and early winter ; and (3) that, as a result, it is 
necessary to keep the collieries at a capacity sufficient to 
meet the demand at the busiest season, — the temptation 
to overproduction, and the pressure to devise some means 
of preventing it, are seen at once. Having the capacity, 
each producer naturally wishes to make use of it every 
month in the year ; and it requires a high degree of self- 
denial or a very close agreement to insure forbearance. 
The requisite degree of self-denial not showing itself, and 
the compact situation of the mines and their consolidated 
ownership being favorable to combination, that means of 
meeting their difficulties was naturally adopted. 

But competition within the industry, even at the time 
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of most effective combination, has not been wholly want- 
ing. " Competition in facilities," found in railway trans- 
portation, has its analogy in the coal industry. Indeed, 
to some extent, competition of this sort is identical for the 
two cases. In the preparation of the product even greater 
room for competition exists. One of Mr. Gowen's reasons 
for embarking the Reading Company in the mining busi- 
ness in 1872 was to rescue Schuylkill coal from the ill- 
repute into which it had fallen by reason of poor prepa- 
ration ; and for several years he paid out large sums in pre- 
miums to induce better sizing and cleaning, well knowing 
that, other things being equal, the best-prepared coal must 
find the widest market. 

Another kind of competition which anthracite producers 
have to meet comes from without the industry ; that is, 
the competition of other fields. The extension of railway 
facilities, bringing constantly lowering freight rates for 
long-distance traffic, while it has enabled anthracite to 
reach more distant markets, has not been an unmixed 
blessing for the industry. Bituminous coal has profited 
in the same manner, and in perhaps greater degree, and 
has made serious inroads on anthracite for smelting 
and steam purposes. The competition has been less 
severely felt in domestic sizes ; but even here a certain 
degree of substitution has taken place, and the anthracite 
producers have had constantly to guard against placing 
their prices so high as to induce further substitution. 

The general impression, however, is that such com- 
petition does not limit effectively the power of the anthra- 
cite monopoly. By combination, it is said, prices are 
kept too high. This is the natural assumption where 
combination is seen to exist. It is the assumption in the 
case of railway pools; but it is usually thought to be 
proved unfounded, when it is shown that railway 
charges do not produce extraordinary profits. "If rail- 
road profits are not too high," says Professor Hadley, " the 
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charge that railroad prices are too high loses all its plausi- 
bility." The same reasoning applies to coal prices and 
coal profits. 

"What, then, are the facts concerning the profits of 
anthracite coal-mining? This is a matter of which we 
cannot speak with certainty; but there is evidence that 
deserves attention. Prior to the era of combination the 
almost universal verdict was that, on the whole, more was 
lost in mining than was made. Fortunes might be ac- 
cumulated by speculation in lands and stocks, but rarely 
in mining. " I have never known but three men to make 
anything from mining in Schuylkill County," said Mr. 
Gowen in 1875, before a legislative committee ; "and one 
of them was sent to the mad-house, and another died of 
softening of the brain," — the unusual experience being too 
much for them. The third among those whom Mr. 
Gowen probably had in mind told the writer that he was 
the only operator in Schuylkill County who had never 
been sold out by the sheriff. The condition of the indi- 
vidual operators during the last twenty years has been 
better probably than in the period which preceded com- 
bination. For, notwithstanding the fact that they have 
been regarded as sufferers, along with the public, from 
the tyranny of the corporations, they have probably sac- 
rificed less and profited more from the combinations than 
the companies have. 

As to the profits of the large companies, we are again 
without exact information. Such returns as are pub- 
lished by them generally include both mining and trans- 
portation profits. The Lehigh Valley, the Lackawana, the 
Pennsylvania Railroad, and the Delaware & Hudson 
Companies have paid regular dividends considerably above 
the average railroad profits for the whole country. But 
it is generally understood that the profits are made as 
carriers rather than as miners. This is certainly true 
in the case of the Reading, whose coal operations have 
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always been a burden upon the company, the losses of 
the coal and iron company being paid out of the profits 
of the railroad company. But the case of the Reading 
suggests the inadequacy of the argument from profits, 
whether applied to transportation or mining companies. 
On what investment ought profits to be earned ? Surely, 
not on all the water which companies are able to inject 
into their stock ; nor ought the public to be saddled with 
a permanent charge to pay profits on bad investments 
made a quarter of a century ago, during a period of in- 
flation and speculation. Such investments for the most 
part shrank to their proper dimensions after the financial 
break-down of 1873 ; but the coal companies were by com- 
bination able to preserve their investments from serious 
shrinkage at that time, and ever since combination has 
not allowed competition to work out its usual results. 

But at best any arguments from the nature of the in- 
dustry and the meagreness of profits can do no more than 
show the necessities of the anthracite producer. Even 
though accepted in full, they do not give the producers 
carte blanche to conduct their business as they see fit. 
When those engaged in an industry make the plea that it 
is not one which can be regulated by competition, and im- 
munity from that law is sought through combination, — i.e., 
through what is regarded both in common and statute 
law as a conspiracy against the public, — it is not surpris- 
ing that the public should claim the right to a voice in the 
regulation of the business. The ordinary safeguard upon 
which reliance is placed being taken away, another is nat- 
urally sought. It must be said, indeed, that the efforts 
hitherto made by law to control this particular industry 
have not been highly successful. There seems to be 
little difference in the efficiency with which the agree- 
ments are carried into effect since the passage of the 
Interstate Commerce Act and the anti-trust laws, as 
compared with the way they were carried out in the days 
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when they were openly made and published to the world. 
But the very fact that combination continues to be 
resorted to in spite of legislative effort to prevent it is 
undoubtedly working a steady change in the public mind 
as to the extent to which the state should undertake to 
regulate such industries as we are discussing. Attempts 
to prevent combination, being in opposition to an inev- 
itable tendency, have failed of their purpose. The prac- 
tical question now is as to manner of controlling 
inevitable combination. Those who, after eight years of 
experience under the Interstate Commerce Act, have not 
lost faith in the commission idea, look for the solution of 
the problem in some sort of regulation by commission, as 
to those industries which cannot live under the operation 
of competition. Another large class, and one which is con- 
stantly growing, believe that the only efficient means of 
controlling a business which cannot be regulated by the 
law of competition is to place it under the direct manage- 
ment of the state. Without attempting at this time to 
discuss the merits of the plans proposed, it may be said, 
with some assurance, that the public is not likely to be 
content with any scheme of control which will leave it 
in the power of the operators and carriers to use the means 
employed to avoid destructive competition for the pur- 
pose of securing inordinate profits. As soon as the ques- 
tion of profits and investments is raised, that of publicity 
of accounts appears ; and there can be little question that 
the public will find in this direction greater safeguards 
than can possibly come from the policy of mere repression. 
No one, however, who is acquainted with corporation 
legislation in Pennsylvania has much expectation that 
anything in this direction will be easily or quickly 

accomplished. 

G. O. Virtue. 



